Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


LIMITED OFFICIAL USE 

PAGE 01 LAGOS 05112 241508Z 
ACTION AF-10 


Message Text 


INFO OCT-01 ISO-OO EB-08 DOE-15 SOE-02 INT-05 /041 W 

040287 242033Z/53 

R 241355Z APR 78 
FM AMEMBASSY LAGOS 
TO SECSTATE WASHDC 8076 
USDOC WASHDC 


LIMITED OFFICIAL USE LAGOS 5112 

E.O. 11652: N/A 
TAGS: BENC, ENRG, NI 

SUBJECT: MAJOR PROJECT FOLLOW-UP: NIGERIAN PETROCHEMICAL COMPLEX 
REF: (A) STATE 037819, (B) STATE 081351 

1 . DR. E.I. ONYIA, PROJECT LEADER, PETROCHEMICALS UNIT, MINI- 
STRY OF INDUCTRIES (MOI) TOLD EMBASSY PETROLOFF APRIL 21 THAT 
CONTRARY TO RUMORS THAT PETROCHEMICAL COMPLEX HAD BEEN PUT ON 
BACK BURNER AS RESULT OF BUDGET STRINGENCY, PROJECT IS GOING AHEAD 
FULL STEAM. ONYIA SAID THAT AVAILABILITY OF FINANCING FOR COMPLEX 
HAD BEEN QUESTIONED IN FEBRUARY AND MARCH WHEN BUDGET WAS IN PRE- 
PARATION. HOWEVER. MOI HAD BEEN ABLE TO SATISFY FEDERAL EXECUTIVE 
COUNCIL (EEC) THAT IT HAD DONE ITS HOMEWORK AND SUFFIECIENT 
INTERNAL AND EXTERNAL CREDITS WERE IN FACT LINED UP (FOR EXAMPLE, 
FOSTER -WHEELER HAD OBTAINED PRELIMINARY INDICATION OF INTEREST 
FROM EXIMBANK ON APPLICATION FOR DOLLARS 125 MILLION). THE NEW 
FEDERAL BUDGET PROVIDES ONLY A NOMINAL SUM FOR PETROCHEMICALS. 
SOMETHING UNDER NAIRA 10 MILLION, BECAUSE THAT IS ALL THAT WILL BE 
NEEDED TO FINANCE TEN MONTH FIRST STAGE OF MANAGING CONTRACTOR 
AWARD. 

2. ONYIA SAID NEGOTIATIONS WITH THREE U.S. FIRMS IN COM- 
PETITION FORMANAGING CONTRACTOR JOB (FOSTER- WHEELER, 

BECHTEL AND RALPH M. PARSONS) HAVE BEEN CONCLUDED AND MOI 
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EXPECTS TO BE ABLE TO ANNOUNCE WINNER IN MAY. ONYIA WOULD 
NOT COMMENT ON LIKELY WINNER, BUT DID SAY BECHTEL S PROSPECTS 
DIM. BECHTEL, HE SAID. HAD BEEN VERY INFLEXIBLE. FIRM 
DID NOT STRUCTURE ITS BID ALONG LINES MOI WANTED. AT 
REQUEST OF HIGHER LEVEL FMG OFFICIALS, ONYIA SAID HE 
RELUCTANTLY MADE SPECIAL TRIP TO SAN FRANCISCO IN DECEMBER 
TO EXPLAIN TO BECHTEL VICE PRESIDENTS WHY COMPANY WAS LOSING 
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RACE. BECHTEL OFFICIALS SAID THEY WOULD RESPOND, MAKE 
CHANGES. HOWEVER, PRESIDENT OF BECHTEL SENT MOI PERMSEC 
JODA A LETTER WHICH CONTAINED ONLY GNERALITIES. ONYIA 
SAID THAT INQUIREIES MADE AMONG FIRMS BECHTEL HAD GIVEN AS 
REFERENCES SHOWED BECHTEL HAS LITIGIOUS RECORD WITH ITS 
CLIENTS AND THAT IT NECESSARY TO CLARIFY EVERYTHING IN GREAT 
DETAIL "EFORE SIGNING A CONTRACT. MOI COULD THUS NOT ACCEPT 
ANY VAGUE GENERALTIES . 

3. ONYIA SAID HIS BIGGEST DISAPPOINTMENT IS FEELING THAT 
DIAMOND SHAMROCK, WHICH HE SAID HAD BEEN CLEARLY FAVORED 
AS TECHNICAL PARTNER IN VCM-PVC-CHLORINE/CAUSTIC SODA SUB- 
DIVISION OF COMPLEX, HAS OF LATE LOST INTEREST IN PROIECT. 

B.F. GOODRICH, THE OTHER PROSPECTIVE PARTNER IN THIS AREA, 

HAD TOLD MOI IN IUNE 10UU IT HAD NO MONEY TO INVEST IN 
NIGERIAN OPERATION. DIAMOND SHAMROCK AT THAT TIME DIS- 
PLAYED ENTHUSIASM, SENT TEAM TO INVESTIGATE AND PREPARE 
THEIR OWN REPORT. HOWEVER, REPORT CONCLUDED THAT RETURN 
ON INVESTMENT WOULD BE TOO SMALL. ONYIA FEELS 

THAT DIAMOND SHAMROCK TEAM'S COST ESTIMATES WERE FAR TOO 
HIGH AND THAT FIRM FACTORED IN AND GAVE UNDUE WEIGHT TO 
THINGS THAT WERE IRRELEVANT, SUCHAS IMPACT OF PORT HARCOURT 
CURFEW- WHICH IS NO LONGER IN EFFECT-ON EXPATRIATE HARD- 
SHIP ALLOWANCES. ONYIA SAID HE HAD PROMISED DIAMOND 
SHAMROCK A WRITTEN COMMENT ON TEAM'S REPORT, BUT HAS NOT 
SENT ONE SINCE HE FEELS FIRM'S ATTITUDE AS REFLECTED IN 
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REPORT WAS SO NEGATIVE THAT IT HARDLY WORTHWHILE TO BOTHER. 
ONYIA SAID MOI IS NOW TRYING TO FIND NON-U.S. FIRMS AS 
PARTNERS FOR VCM-PVC-CCS OPERATION. 

4. IN SPITE OF SETBACK WITH DIAMOND SHAMROCK, ONYIA FELT 
THAT PETROCHEMICAL COMPLEX WOULD BE ABLE TO MOVE AHEAD 
QUICKLY AS SOON AS FEC APPROVES MANAGING CONTRACTOR SELECTION. 
MAIOR OUTLINES OF SHAREHOLDER'S AGREEMENT BETWEEN PROPOSED 
NIGERIAN PETROCHEMICAL CORPORATION AND THREE DOWNSTREAM 
PARTNERS ALREADY BLOCKED OUT. 

5. ANOTHER NEW OFFICER ON DR. OYEKAN S STAFF IN MOI, 

MR. S.A. ADEYEYE, PRINCIPAL ASSISTANT SECRETARY (PETROCHEMICALS) 
TOLD PETROLOFF IN MID-MARCH THAT MOI HOPED TO SELECT TECHNICAL 
PARTNERS WITHIN A MONTH AFTER MANAGING CONTRACTOR NAMED, 
THAT CONSTRUCTION COULD BEGIN NINE MONTHS TO A YEAR AFTER 
THIS, AND THAT TARGET FOR START OF PRODUCTION NOW EARLY 
1982. TOTAL ESTIMATED COST INCLUDING OFFSITES AND 
UTILITIES STILL DOLLARS 900 MILLION, PARTNER FOR LOW 
DENSITY POLYETHYLENE WILL BE EITHER ICI OF UK OR ATO- 
CHIMIE OF FRANCE, WHILE EITHER MONTEDISON OF ITALY OR 
HOECHST OF GERMANY WILL BE PARTNER FOR HIGH DENSITY 
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POLYETHYLENE. 

6. ACTION REQUESTED: WOULD APPRECIATE USDOC CONTACTING 
DIAMOND SHAMROCK IN CLEVELAND TO ASCERTAIN WHETHER FIRM 
HAS IN FACT LOST INTEREST IN NIGERIAN PROJECT OR WISHES 
TO TRY TO NEGOTIATE BETTER RETURN ON INVESTMENT WITH 
MOI. 

WYMAN 
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